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How Insurance Underwriting 


Can Become a Profession’ 
By MARK R. GREENE 


Associate Professor of Business Administration, University of Oregon 


A frequently sought goal among occupational groups is 
professional status in the eyes of the public. There are many 
good reasons for this, chief of which is the fact that, as 
society develops and grows, problems arise that are no 
longer capable of solution by untrained novices. Complex 
problems are solved only by those who give scientific and 
sustained attention to them. Individuals who are authori- 
ties in their fields are usually referred to as professionals: 
and these individuals need to be recognized as such as 
distinct from the technician and the 
untrained. 


Postal Traffic Management 


And Research Reviewed’ 
By BEATRICE AITCHISON 


Director of Transportation Research, U.S. Post Office Department 


It is seldom that anyone pays attention to the Post Office 
Department except to cuss the poor service he has had. 
But, if you will inspect your local post office, I am sure 
you will appreciate the miracle that a relatively few postal 
people work in handling millions of pieces of mail with 
so few failures. To understand the scope of our business, 
keep in mind that there are just under 38,000 post offices, 
about 55 billions of pieces of mail handled a year, half a 
million employees, and a budget of $3 billion. 

Let me describe our organization 





One result of the desire for pro- 
fessional recognition is the rise of 
professional associations. The 
members of those professional or- 
ganizations usually derive much 
personal satisfaction and _ happi- 
ness; and their jobs are made easier 
by the additional confidence which 
they enjoy among customers and 
the public. Normally they also reap 
financial dividends, although the 
financial reward is not at all the 
chief reason for desiring profes- 
sional recognition. 

I want to discuss three central 
questions: First, “What is meant by a profession ?” Sec- 
ond, “Is insurance underwriting a profession?” And final- 
ly, “What steps might be taken in order to speed up the 
professional movement in insurance?” 

The first question is perhaps the easiest one to answer. 
Most authorities agree on the essential requirements to be 
met before an occupation: grou, achieves professional 
status. 

R. S. Wilson, vice-president in charge of sales. Good- 
year Tire and Rubber Co., has defined a professional sales- 
man as (1) a person who maintains his own self-respect, 
integrity, and independence, (2) a person who is con- 
stantly studying to improve his proficiency, (3) a person 
who recognizes the fact that there is no substitute for hard 
labor, and (4) a person who puts a great value on his 
services.! Mr. Wilson stated that the distiguishing mark 
of a professional is the constant aspiring toward perfec- 
tion. This he illustrated by a story of a contact with a physi- 
cian who was taking a plane to Dallas. When asked the 
purpose of his trip. the physician indicated that he had 
read in one of the medical journals of a surgeon in Dallas 
who had performed a delicate check-bone operation in a 


(C ontinued on page }) 
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* A talk given to the Institute of Ore ‘gon Underwriters 1956 
midwinter meeting, held at the Univer-ity of Oregon. 
1R.S. Wilson, Sa/esmanship as a Proiession (1947), pp. 14-15. 
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briefly. The Post Office Depart- 
ment at Washington is divided 
functionally into several bureaus. 
I am in the Bureau of Transporta- 
tion, in charge of its Division of 
Transportation Research. The bu- 
reau is headed by an Assistant 
Postmaster General who was for- 
merly an industrial traflic manager. 
In the Bureau of Transportation we 
have nothing to do with designing 
or selling postage stamps 
ning posi « ‘wes or building new 
ones, or painting letter boxes— 
we simply see that mail moves be- 
tween a post office in one commu:- 
nity and a post office elsewhere. That is no small responsi- 


bility. 


. or run- 


The postal activities you are most familiar with—post 
offices and city and rural delivery services—are under the 
Bureau of Operations, with its Assistant Postmaster Gen- 
eral. There is anether Assistant Postmaster Genera! who 


is also controller and handles finances. Then we have the 
Bureau of Facilities, which has charge of real estate, our 
post office buildings, red. white, and blue trucks. and the 
like. There is a Bureau of Personnel, set up about two 
years ago, which does what a personnel department does in 
any big business. Then, of course, there is the Inspection 
Service, which probably gets more publicity than any 
other part of the postal service, since people think of it as a 
sort of FBI, running around detecting frauds and arrest- 
ing mail robbers. As a matter of fact, most of its work is 
rather routine-—checking post offices and reporting to the 
Postmaster General. It has been characterized in the “eyes 
and ears of the Postmaster General,” and reports only to 
him. Of course we have our legal staff. The Deputy Post- 
master General is housekeeper for the Postmaster General. 

Back to my Bureau of Transportation—lI think it is the 
(Continued on puge 2) 


° Base -d on an adi ives $8 to the Trans sportation rC ‘lub of Roc hes ster, 
N.Y. Dr. Aitchison was on the faculty of the Department of Econom- 
ics of the University of Oregon from 1939 to 1911. 
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Oregon Income-fax Increase 


Enormous and Regressive 
By C.L. KELLY 


Professor Emeritus of Business Administration, University of Oregon 


Many Oregonians were given a real surprise when they 
prepared their 1955 state income-tax returns. The last 
Legislature, in looking for more money for state opera- 
tions, remodeled the personal income-tax law by reducing 
the exemptions from 3600 per person to $500 and adding 
a so-called surtax of 45 per cent. This surtax is computed 
by using the reduced exemptions and the old rates and 
adding 45 per cent of this tentative tax to itself to arrive 
at the tax that must be paid. 

A few examples will serve to illustrate the enormous 
percentage jump in personal income taxes, which were 
already high in comparison with other states. The increase 
for single individuals is not as sharp as for those with two 
or more exemptions. The Federal income tax is deducted 
first and the Oregon income tax is computed on the balance. 


SINGLE INDIVIDUALS 


Income after State Income Tax 

Income Federal Tax 1954 1955 % Increase 

| ers $ 27 $ 47 74.1 
Ea ae 59 9) 54.2 
4,000 _. 3,375 95 145 52.6 
ET ae 137 207 $1.1 
| Ee eaner cee ae 4,952 184 277 50.0 
ES 5,718 236 353 19.6 
8,000... , a----- 6,460 289 429 18.5 


MARRIED COUPLE—NO CHILDREN 


Income after State Income Tax 
Income Federal Tax 1954 1955 % Increase 
| ae , $2.695 $ 30 $ 53 76.7 
4,000 ae See _ 8,515 56 93 66.7 
ES 4,340 86 137 59.3 
ESE plleiaataiieiadl 5,156 119 184 51.6 
as _... 5,958 154 23 54.5 
a 6,760 192 293 52.6 


MARRIED COUPLE—TWO CHILDREN 


Income after State Income Tax 
Federal Tax 1954 19535 
_ $2,935 $ 8 $ 23 186.2 
3,755 26 55 111.5 
4,580 48 93 93.8 
5.400 80 139 73.9 
6,220 111 183 64.9 
7,024 144 237 61.6 


MARRIED COUPLE--FOUR CHILDREN 


Income after State Income Tax 
Federal Tax 1954 1955 
$3,000 $ 0 $ 0 
3,995 4 23 
4,820 20 54 170.0 
5,640 42 92 119.0 
6,400 je 139 93.1 
7,280 102 183 79.4 


Income 

ES 
cc 
ES 
azz 
7,000... 


% Increase 


Income 

$3,000... 
4,000... 
5,000... 
6,000... 
7.000 
8,000 


% Increase 


475.0 


If one studies the situations and the percentages of in- 
crease. it is difficult to understand how the 1955 law can 
be pronounced other than a regressive one; the higher the 
income. the lower the percentage of increase; the larger 
the family. the greater the percentage of increase. 
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Postal Traffic Management 
And Research Reviewed 


(Continued from page 1) 


most interesting part of the postal service. And it is also 


the most interesting transportation job I have ever had— 


and I have had several. We in the bureau have charge of 
transportation of domestic mail by rail, highway, water, 
and air. and of mail transportation to foreign countries by 
sea, land, and air. This includes supervision of the various 
mail routes and the terminals where mail in transit is 
handled for distribution or transfer from one route to an- 
other. The men who do this work make up the Postal Trans- 
portation Service, supervised generally by the Bureau of 
Transportation at Washington which decides on broad 
transport policies. 

Let us consider the cit, ot Ro hester. First of all, Roches- 
ter is an important postal center. it is the thirty-third larg- 
est post office in the United States. The postal receipts for 
calendar year 1954 came to 39 million, which is a lot of 
money. Naturally the post-office activities of any town or 
city reflect the character of that community. Rochester has 
everything. While you may not have realized its postal 
importance, you certainly know all its other facets: You 
have more than 350,000 people living here; you have a 
great university and diversified industries. As an amateur 
photographer and musician, | know the Eastman name 
well. Optical goods, scientific instruments, nursery stock— 
all are important to your economy. Besides that, most of 
the men I know wear suits made here. My point is that all 
these industries and interests generate lots of mail, both 
first class and parcel post—particularly parcel post. 

There is another industry in Rochester that ties this city 
very closely to the post-office business, and that is the Cutler 
Mail Chute Co. A modern skyscraper without a mail chute 
would be about as useless as one without an elevator; and 
what a simple idea it is just to let gravity take care of the 
letters. In fact, the first patent of the Cutler family was 
familiarly known as the patent on the law of gravitation. 
Right here, you have the cheapest mail transportation in 
the world. 

Historically, the pride of anyone charged with trans- 
mission of messages has been in speeding them to their 
destination by the newest and best means of transportation 
availabic. from the beginning of time, the post has carried 
messages as quickly as men can travel. You will recall the 
messenger who ran 26 miles and 385 yards to tell Athens 
of the Marathon victory and then dropped dead! In Queen 
Esther's time mail was carried by camels and young 
dromedaries. Then we had couriers on horseback, and 
horse-drawn vericles. It is astonishing when you think of it 
to realize how little transportation changed from the timé 
of Alexander the Great to the beginning of the age of 
steam, less than 150 years ago. The horse on land, the ship 
propelled by sails or oars, set the standards of speed until 
the days of steam transport. [t gives one pause to think 
how we have been accelerating since then. It has most 
certainly revolutionized our lives. 

First came the steamships and the steam railroads. And 
the Post Office Department, let me remind you, led in the 
use of the railroads; it was ahead of private industry in 
that respect. Railroads were legally designated “post roads” 
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around 1838, but mail had been moving on the rails several 
years before that. So, all through the Civil War period and 
on to the end of the nineteenth century, the speediest trains 
on the railroads became known as the “fast mail” or “the 
night mail,” or the “white mail” on the New York Central. 
Steamship lines took such names as Pacific Mail Steamship 
Co. Mail was associated with steam because steam moved 
everything—on land or sea—at the fastest clip man had 
known. As fast as man could cover distance, that fast went 
Uncle Sam’s mail. 

In the early part of this century, motor transportation 
and the age of flight emerged tentatively. We moved 
promptly. In fast, our original air-mail service owned and 
flew its own planes in a day when pilots flew “by the seat 
of their pants” without flight plans authorized in advance 
after careful study of the weather. There were no passen- 
gers to pamper. 

But today we are confronted with the fact that we have 
not kept up with our tradition. We have not kept up with 
Postmaster General Barry, who told the Congress in 183 
—‘‘the celerity of the mail should be equal to the most 
rapid transition of the traveler’—but we are trying to 
make up for lost time. 

People accuse the Department of being pro-air, pro- 
railroad, anti-railroad, pro-truck, or anti-truck. None of 
these accusations are true. We are pro-service, and we are 
simply attempting to carry out our very definite and oft- 
proclaimed program of using the fastest means of trans- 
porting the mail consistent with reasonable costs. We are 
also pro-economy. The old phrase in the Post Office Depart- 
ment star-route contracts calling for “certainty. celerity, 
and security” still characterizes our postal thinking. 

Why do we find ourselves behind? Several reasons, 
but all good. One goes back to the middle 1930s. Very 
few. postal facilities have been built since that time. be- 
cause of war and defense conditions, and most were erect- 
ed earlier. You are quite familiar with our monumental 
architecture of the earlier period. You have not yet seen 
many of our new-style functional-type post oflices—but 
you will. Meanwhile, since 1939, our mail has doubled 
in volume. It has been a constant struggle to maintain 
efficiency with facilities which are not built for today’s 
load. Fifty-five billion pieces a year, remember—with 7 to 
8 billion in December! 

Another reason was an unrealistic railroad rate struc- 
ture unchanged from 192% to 1951-—we paid for line haul 
only, by the round trip. That basis did not point up im- 
portant economic costs where they occurred—loading and 
unloading mail, for instance. In 1951 the Interstate Com- 
merce Commission gave us a multi-clement structure with 
terminal and line-haul elements separately stated. That 
woke us up! While the overall compensation was esti- 
mated at a 97 per cent increase. the individual movements 
turned up some strange results. For a 66-mile distance. a 
full car of mail used to cost us $29.70 (round trip). Now 
it would cost us one way 3157.48, or 430 per cent more— 
most of it in the $109.56 terminal charge. On a 10-mile 
haul (of which we had plenty), the percentage increase was 
fantastic. We suddenly discovered that there were high- 
ways. Remember those handsome out-of-date facilities. We 
had no tailgate space to speak of! That has been a large 
factor in our not turning faster to highways for the more 
local type of movement—like other shippers. 
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As overall measures of passenger train service. let me 
give you some figures from the Interstate Commerce Com- 
mission. Miles of line operated in passenger service went 
down from 222.442 in 1929 to 143.698 in 1950. and down 
further to 119.469 at the end of November 1955. Passen- 
ger train-miles likewise dropped from 565 million in 1929 
to 358 million in 1950, and to 300 million for the latest 
available twelve months. The remaining trains usually run 
on schedules designed to attract passengers. but not com- 
patible with postal needs. We like them to leave late (you 
know when you sign your own mail) and arrive very early 
so that we can get the letters and parcels delivered. We 
get an assist on this from many railroads in the special 
mail and express trains. 

Now, what are we doing to overcome these obstacles? 

On the rail cost angle, in addition to being forced to 
less-expensive highway service by train discontinuances 
(especially on the branch lines where our business is nor- 
mally the less than carload type), we are taking advantage 
of statutory authority to negotiate agreements with many . 
railroads, which, by squeezing out the air we would nor- 
mally buy, put those railroads into better competitive posi- 
tion and save us money. We are also making agreements 
under which the railroads themselves take to the highway 
with our mail, cutting their own costs, sharing that gain 
with us, and improving service tremendously. We have also 
done some experimenting with trailers-on-flatcars; but— 
remember our facilities. We have not found the right place 
to use this service, but I am confident that we shall. An- 
other thing within our control is the heavier loading of 
mail cars, which reduces our unit costs, since we pay on a 
mileage basis rather than on weight. 

In highway transportation we have taken a hard look 
at the 12,000-odd star routes, rationalizing them to pro- 
vide better service. which strangely enough usually turns 
out to cost less, unit-wise. We have been trying new forms 
of contracts, particularly the piece-rate type, under which 
we hope a common carrier will comingle mail with his 
freight. In some areas, we are bound by the Star Route 
Law to advertise and to accept the lowest responsible bid 
from an individual or corporation doing business in the 
locality served. 

Up in the air, we generally speaking, have no authority 
to negotiate with carriers. In October 1953, payment of 
subsidy for the smaller air lines still receiving it was rans- 
ferred to the Civil Aeronautics Board, and we considered 
the service rates we were paying. Somehow they did not 
seem very closely related to the service we received—the 
charge between any two points could vary depending on 
which carrier was concerned or the number of stops a 
single carrier made en route. Moreover, the service rates 
were based on airline costs of five or six years ago—a dif- 
ferent era entirely in such a rapidly growing form of trans- 
portation. The result of that look is a new rate structure, 
again a two-pronged affair of enplaning charge and line 
haul, which results in a single charge between two cities, 
no matter whether it is a small airplane stopping all along 
the line or a large airline flying nonstop. Incidentally, the 
postal service is responsible now for less than 3 per cent of 
the airlines’ operating revenue, as compared with almost 
100 per cent only thirty years ago. 

The railway post oflice and the highway post office, 
distributing mail in transit, provide glamor and color in 
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our service, and are quite a problem. Since mobile dis- 
tributing space is always very expensive. we are requiring 
that it be fully justified in terms of delivery of mail to 
addressee. There’s no point in using it to get mail to a town 
too late for effective delivery, when a service less expensive 
overall will do as well—-sometimes better. That last phrase 
suggests one of our more conspicuous activities—experi- 
mental air transportation of certain mail carrying 3-cent 
postage—again trying to keep up with the rest of the 
world, | 

It takes quite a team to work all these things out, and 
Transportation Research is just one of the players, spe- 
cializing in developing the facts, figures, and analysis 
necessary before any significant change can be made. We 
try the new and different approach out on paper, either on 
our own or by request. Another division—Transportation 
Development—supervises the changes from one transpor- 
tation medium to another and carries on rate nv zoliations. 

As a figure specialist. | cite our payments to the carriers 
for domestic mail transportation as evidence of what suc- 
cess we have had—5421 million in fiscal 1953 and $378 
million in fiscal 1955. The 1953 figure would be much 
higher if the air subsidy was included. These figures do 
not tell the whole story—our accounts show certain addi- 
tional costs connected with transportation, such as truck 
terminals and their personnel—but it is a good indication 
of what we have been doing to keep that postal deficit debt 
of 5100 per family. built up since the war, from increasing. 

A recent development in the Post Office Department is 
decentralization and regionalization. What we have done, 
in short, is set up fifteen geographical regions. Each has a 
transportation manager, and under him district transpor- 
tation managers. who are perhaps the most important links 
in our whole chain of postal transportation officials. In 
the regions there are also officials with operational re- 
sponsibilities corresponding to the several functions of the 
department. Each region is headed by a director. To a 
large extent we will have fifteen regional postmasters 
general handling all postal operations on the spot without 
the waste of time and effort incurred by constantly re- 
ferring everything to Washington. 

Regionalization is only one of the many forward steps 
being taken by the present postal administration. Many 
of these actions are not new in concept. but there has been 
a lot of torch carrying recently, rather than just tending 
the fire. Experts in various fields have been employed to 
help us bring our operations in line with modern business 
practices in all areas. Naturally, many desirable changes 
must be approved by the Congress. No matter how much 
we economize, cut corners, or bargain advantageously, 
we cannot get rid of our deficit completely as long as we 
must pay out so much more than we receive from our post- 
age stamps. You know what your own profit and loss 
statements would look like today, if your prices were at 
prewar levels. And that is why last week the President 
again requested the Congress to revise postal rates in an 
effort to make the postal service more nearly self-sustain- 
ing, to bring its income into line with increased costs. 

We in the department are right with the Postmaster 
General in his efforts to make the biggest business depart- 
ment of the government operate on a business basis. He 
is unsparing in his own efforts. He is appreciative of our 
efforts and gives us a wonderful boost when we are a little 
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down in the dumps. Every now and then in the life of any 
enterprise the gradual movement forward suddenly ac- 
celerates violently, and this is one of those explosive pe- 
riods in postal history. 





How Insurance Underwriting 
Can Become a Profession 


(Continued from page 1) 


way that was new to him. By a telephone call he learned 
that this surgeon was to perform such an operation the 
next day. so he dropped everything to go and observe and 
learn a new technique. This illustrates truly professional 
conduct. 

Pederson and Wright. in their excellent book on sales- 
manship. list the following as the basic requirements of a 
true profession: (1) an organized body of knowledge, 
(2) a relatively long and specialized preparation, (3) an 
organized plan or program to train individuals who plan 
to enter the profession. (4) an established and accepted 
code of ethics, (5) a set of standards for admission and 
disqualification, and (6) recognition that service to others 
comes before self-interest.” 

Two other authorities, H.S. Dennison and J. S. Willits, 
suggest five different criteria. These, I think, are useful 
concepts for determining specifically whether or not, an 
occupation is a true profession or merely a trade or run- 
of-the-mill job. I would say that a group could be called 
professional when more than half of those practicing a 
given line of work have qualified themselves along the fol- 
lowing lines: (1) intellectual training as distinct from 
mechanical skill, (2) a scientific attitude, (3) knowledge 
for the use of others, (4) financial return not the primary 
goal, (5) public or legal recognition. Let us examine each 
of these criteria. 


(1) Intellectual training as distinct from mechanical 
skill. Those vocations which are considered true profes- 
sions usually require their practitioners to have more than 
mere skill. Many craftsmen are skillful but their knowledge 
is limited. Thus the electrician may possess a skill but the 
electrical engineer possesses both the how to and the why 
of this occupation. At one time doctors and dentists were 
not counted among the professionals. Their training was 
meager and skill was the chief requirement. Now a doctor 
must have years of college training and pass rigorous ex- 
aminations. Only then does he begin internship, during 
which he is expected to develop skill in his profession. To 
obtain the knowledge required for a true professional status 
may take several years of formal college education or its 
equivalent in self-study and self-discipline. 


(2) Scientific attitude. A professional man must possess 
a scientific attitude. He must be completely thorough and 
accurate. He must keep his mind open to new develop- 
ments. be willing to change his ways to meet new condi- 
tions, examine facts before making up his mind on con- 
troversial matters, and be willing to carry on in an objec- 
tive manner at all times. For example, a good lawyer usual- 
ly refuses to render curbstone opinions and an architect 


$0 & Peden and MO Wright, Salesmanship, Principles and 
Methods (1955), p. 28. 
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considers the site before he designs. A professional man 
must be willing to keep up on all new developments, and 
knows that constant study is necessary to achieve this. He 
belongs to professional organizations and supports them. 
By a scientific attitude he develops independence and in- 
tegrity. It has been said that a man of integrity has suf- 
ficient strength for his every need, and that his satisfac- 
tions are richer than all the treasures of the world. 


(3) Knowledge for the use of others, and financial return 
not the chief goal. 1 will consider these two criteria to- 
gether because they are closely related. A profession is 
usually characterized by a code of ethics. in which it is 
stated that the profession is dedicated primarily to the job 
of helping others. Normally the code prohibits aggressive 
advertising as a method of obtaining business. This is 
not to say that making of money is bad, but only that it 
should not be the chief goal. Professionals know that, if 
the first goal is achieved, adequate remuneration will fol- 
low. To a professional helping others is an end in and of 
itself. 

To many there may be a constant conflict between main- 
taining high ethics and making money. We are all familiar 
with cases of doctors who charge insurance companies for 
unperformed surgery, unscrupulous lawyers, and so on. It 
has always been true that some seem to be misplaced in 
their professions. Belonging to a profession does not neces- 
sarily make an individual a professional man. President 
James B. Conant of Harvard made a distinction between a 
trade and a profession in the following words: “The dif- 
ference between a trade and a profession is that the trader 
frankly carries on his business primarily for the sake of 
pecuniary profit while the members of a profession profess 
an art, their skill in which they no doubt place at the pub- 
lic service for a remuneration, adequate or inadequate, 
but which is truly an end in itself. The professional man 
finds his highest rewards in his sense of mastery of his 
subject, in the absorbing interest of the pursuit of knowl- 
edge for its own sake, and in the contributions which, by 
reason of his attainments, he can make to the promotion of 
general welfare.’ 

It will be observed that Conant recognized that remuner- 
ation was necessary, but that it should not be the main 
reason for working. Perhaps the greatest achievements 
made in science and philosophy have been by zealous ef- 
forts of dedicated men uninflucnced primarily by money, 
carrying on in spite of great obstacles. 

Merle Thorpe relates the story of a New York news- 
paper which once referred editorially to a man named 
Thomas Edison who had a crazy notion that he could sup- 
plant gas lights with an electric doo-dad. About that time 
a proposal to equip London streets with newly invented 
carbon lights was turned down by Parliament. When the 
committee chairman was asked whether he had consulted 
the American, Mr. Edison, the reply is on on record, “Mr. 
Edison has no scientific standing.”? Yet Edison carried on 
in the highest spirit of the ideal of knowledge for the use of 
others and was eventually to receive great monetary re- 
wards as well. R. 5. Wilson comments that a professional 
salesman is one who “seeks out the one who has a need and 
brings him in contact with the one who can best supply 


* Report of James B. Conant, President of Harvard University, 
to the Board of Overseers, 1938-1939 (1910), pp. 24-25. 
4 Merle Thorpe, “Operation Mousetrap,” Service (Oct, 1953). 
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that need to the lasting mutual advantage of all three.” 
This could well describe a professional insurance sales- 
man, and reflects the thought that, if the job is well done 
without primary thought of personal rewards, proper 
rewards do follow. 


(4) Public or legal recognition. The final criterion of a 
profession lies in its specific public or legal recognition. 
This is generally accomplished through the grant of vari- 
ous degrees or letters to the individual indicating his pass- 
ing of professional examinations in his discipline. In some 
cases it is necessary that the individual have a certain de- 
gree or legal status before being allowed to practice at all. 
In other cases the individual can practice his profession 
without legal status or recognition, but he may find it 
difficult to rise to high levels of financial and professional 
attainment without a designation held by a mapority of his 
colleagues in the profession. 

Study of this criterion reveals very clearly the evolution- 
ary character of professional status. In the fields of law 
and medicine. professional status has reached probably a 
higher level than in any other profession: no one can prac- 
tice without a degree or without having passed strict 
examinations in his field. On the other hand, in the fields 
of public accounting, college teaching, and engineering 
one may practice his profession without a C.P.A., Ph.D.., 
or M.S., but his progress in the professional advancement 
may be hindered by this omission. More and more prac- 
titioners are qualifying themselves by advanced study and 
attainment to attain a formal degree in their profession: 
eventually it may become impossible to practice without 
first having achieved it. 


Is insurance underwriting a profession? If we judge 
the practice of insurance underwriting from the standpoint 
of the five criteria noted above, it seems clear that insur- 
ance underwriting has not yet achieved professional status. 
Yet is seems just as clear that insurance is one of those 
vocations which is evolving in the direction of becoming a 
profession. The necessity of having deep knowledge as well 
as skill, the possibilities for applying scientific principles. 
the value of ethical, high-level conduct in relations with 
clients, and the opportunity for public recognition all exist 
in the field of insurance to some degree. We have no ob- 
jective study of the question as a basis for deciding what 
degree. Yet a few generalizations on the subject seem to be 
in order. 

lirst, there is a great opportunity for objective and sci- 
entific service to clients in the field of insurance. Few 
vocations require as much thorough knowledge of the 
subject (and skill in applying that knowledge) as in the 
case in insurance. It is a field involving knowledge of such 
complex subjects as law, property values, finance. ac- 
counting, engineering. and psychological aspects of busi- 
ness, 

Second, there is legal recognition of the principle that 
standards of insurance underwritings should not fall below 
a certain minimum. Practically all states require the pass- 
ing of certain examinations before the insurance under- 
writer is allowed to practice. But, for the most part, these 
examinations are not strict enough to screen out those 
without suflicient knowledge to give truly professional 


service to clients. However. a set of professional examina- 





*R.S. Wilson, op. cit., p. 12, 





tions does exist in the field. You are all familiar with the 
C.P.C.U. and the C.L.U. degrees. About 5,000 individuals 
have been awarded C.L.U. (Chartered Life Underwriters) 
degrees since the establishment of the American College 
of Life Underwriters in Philadelphia in 1927. But there 
are probably over 150.000 full-time life insurance under- 
writers in the United States today and so it cannot be said 
that a majority of people in the profession have qualified 
themselves by formal training for their careers. This is 
not to imply that the quality of service rendered by life- 
insurance underwriters has not advanced. It has and great- 
ly. But relatively few have been able to meet the require- 
ments set up by leaders in the field for qualification for true 
professional status. 

In 1942 the American Institute of Property and Liability 
Underwriters was established following a series of con- 
ferences initiated by the American Association of Univer- 
sity Teachers of Insurance in cooperation with various 
insurance associations. The main aim of the institute was 
to establish an educational standard for the “profession” 
of property and casualty insurance underwriting. This 
standard was set high enough so it would be respected by 
the educational and insurance world as well as by the gen- 
eral public as on a par with the standards of other recog- 
nized professions. Since 1943. 1.471 C.P.C.U. (Chartered 
Property Casualty Underwriter) degrees have been award- 
ed. Approximately 3.000 more individuals have passed 
one or more parts of the five comprehensive examinations.° 
These examinations cover insurance, economics, political 
science, insurance law, accounting, finance, and principles 
of agency management. The C.P.C.U. program, while still 
in its very early stages, appears to be moving ahead slow- 
ly. Approximately the same number of people have taken 
the examinations each year since 1919, There does not 
appear to be either an absolute or relative increase in the 
number taking examinations. The standards are high. as 
was promised. In the 1955 examinations the passing ratio 
was approximately 60 per cent for all parts. 

One cannot conclude from these figures that the profes- 
sional designation has been achieved by a majority of in- 
surance underwriters, or that the trend is rapidly in that 
direction. Nevertheless, there is litthe question that count- 
less underwriters of property and casualty insurance are 
professional men in the truest sense and have earned recog- 
nition as such. They have great knowledge as well as skill, 
they have had formal college training in insurance and 
related subjects, they practice in the spirit of the golden 
rule, they put service to the client before money. and they 
are true students of the subject. Such individuals are a 
great credit to the insurance business and make up a group 
to lead the business to final and complete recognition as a 
profession. But as yet it does not appear that insurance 
underwriting as a whole can be termed a profession. 

The final question to be considered is, “What steps 
might be taken in order to speed up the professional move- 
ment in insurance’ underwriting?” | offer the following 
thoughts: 


(1) A majority of agents in the business must become 
convinced that a professional movement is not only desir- 
able but essential, if insurance is to continue to serve the 
public and to meet adequately the challenges of a rapidly 


6 Announcement, 1955-1956, American In-titute of Property and 
Liability Underwriters (1955), p. 33. 
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developing and changing economy. It has been estimated 
that within twenty vears our population will be 228 million. 
as compared to about 165 million now. Translated into 
other terms, this means there will be about 18.5 million 
new households, nearly one million new households per 
vear.’ All kinds of business will expand in proportion. Is 
the insurance fraternity prepared to meet the new insur- 
ance problems which will inevitably arise from this tre- 
mendous expansion? Will private insurance be able to do 
the job. or will the Federal government find it necessary 
to step in, as it has already in some fields? Will all the 
complex problems of rating in new suburban areas be 
solved? | 

It has been estimated that there will be great shifts in 
our foreign trade from present markets to South America. 
the Middle East. Africa, and Australia in the next twenty- 
five years. Furthermore. a large growth in foreign trade is 
anticipated, from the present level of around $15 billion 
annually to about $50 billion annually.* Is the insurance 
fraternity prepared to grow likewise and to insure the new 
exposures in unfamiliar areas? Will there not be a need 
for greater financial capacity to write this business? If so. 
are steps being planned to do something now? Is the in- 
surance fraternity seriously studying ways and means to 
insure the liability exposures created by this expansion? 
How about the liability exposures from atomic energy? 
How about export credit insurance? Is anything being 
done? Will corporate insurance buyers continue as initia- 
tors of major changes in insurance coverage? 

These are complex problems. They need to be solved by 
experts. There is truly a need for a professional concept in 
insurance if the solutions are to be developed by private 
capitalism. 

(2) A-second step in speeding up the professional move- 
ment in insurance underwriting is needed—the raising of 
the levels of insurance education. Your Oregon association 
is to be highly commended for its farsighted attitude to- 
ward education. It has recognized that higher educational 
levels cannot wait until the teachers are trained in our 
public schools. It has initiated seminars such as this one 
to stimulate the best thinking in insurance, to create a 
process of self-education. Regular seminars such as this 
should have a significant effect in raising the level of in- 
surance education among its practitioners and in encourag- 
ing professional growth. 

Alor , with developments such as these seminars the 
insurance fraternity should vigorously support insurance 
education both in high schools and in colleges and universi- 
ties. I believe that the success of the C.P.C.U movement 
depends largely upon the degree to which a greater and 
ereater proportion of college men can be persuaded to 
specialize in insurance subjects and allied fields of business 
administration. These steps must certainly precede the 
ceneral lifting of state license examining requirements. A 
college background in insurance and allied subjects should 
not only reduce greatly the period needed for apprentice- 
ship in the field. but should also stimulate a much more 
rapid development of professional conduct in insurance. 
Financial support of worthy research projects in insurance 
and scholarship aid for insurance-minded college students 


should be considered seriously as important aspects of the 


7U.LS. News and World Report, Jan. 6, 1956, p. 49. 
S“The Economy in 1975,” Business eek, Oct. 31, 1953. 
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support of insurance education at the college and univer- 
sity level. 


(3) A final recommendation to raise professional 
standards is a program to stimulate true intellectual curi- 
osity leading to more progressive practices in insurance. 
Insurance underwriters must adopt a more scientific atti- 
tude toward their work if professional status is to be 
achieved. Conscientious attitudes must be taken and re- 
sponsibility to clients must be met in a more thorough 
manner. A recent national survey among insurance buyers 
discloses some unexpected reasons why clients leave 
agencies. Out of each 100 customers lost by the average 
agency during the year: 68 drift away because of indiffer- 
ence of the agency management and personnel; 14 have 
unadjusted grievances: 9 buy elsewhere because of price 
inducement or better service: 5 are influenced by friends or 
relatives to buy from their favorite agency; 3 move to 
parts unknown; and one is dead or unaccounted for.° 


The rapidly changing competitive picture in the mar- 
keting of insurance represents a real challenge to the Amer- 
ican Agency System. Yet a status quo attitude prevails all 
too often among those most likely to be eliminated in the 
race for the consumer's insurance dollar. It seems to be 
this competition, instead of scientific research, which is 
forcing many changes in the business at the present time. 
One way in which the insurance business could advance 
more rapidly into professional status would be emphasis 
on economic research to a greater degree as a foundation 
for further develpoment. Business interest in formal re- 
search by colleges and universities and private foundations 
is one of the most notable developments in higher educa- 
tion today. Approximately 33 billion annually is spent on 
pure and applied research today in this country.’ Far too 
little of it, however, is in the field of the social sciences. 
Insurance in particular seems to be neglected. For example. 
the most cursory survey would reveal the prevalence of 
underinsurance by the general public. Yet I have never 
seen what | consider to be a good published analysis of 
market potential in a given line. Consumer motivation has 
been overlooked; yet it is one of the great unanswered ques- 
tions in the marketing of many types of insurance. 

Some other questions which might be solved by some 
thoroughgoing research in the insurance area would be: 
(a) What are the long-run implications of the trend to- 
ward direct-merchandising techniques in the insurance 
business? (b) What evidence can be produced showing 
that insurance licensing laws should be strengthened? 
(c) What are the best and most effective methods of adver- 
tising in insurance? (d) How could companies improve 
policyholder relations? (e) What are the problems, trends, 
and solutions arising from multiple-line legislation? (f) 
Is there a trend toward socialization of property insurance 
coverages? If so, what are the implications? (¢) How can 
insurance agents receive more effective training and super- 
vision? (h) What can be done to improve rate-making 
techniques in various fields of insurance. 

These are only a few of the many evidences of the great 
potential for scientific achievement in the area of insur- 
ance. The start you have made here in Oregon is indicative 
of the substantial progress to be expected in the future. 


0 Reported in Pacihe Northwest lnelerwriter, Dec, 1955. 
10 The Economist, July 4, 1953, p. 55. 
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OREGON’S MINERAL INDUSTRY IN 1955 


Oregon's mineral industry in 1955 ran up an all-time 
record of an estimated $33,050,000 production; it is likely 
this record will be surpassed in the years immediately 
ahead. The upward trend was most noticeable in the indus- 
trial minerals, a good indicator of the economic condition 
of an area. Metals turned in mixed reports. Gold nose- 
dived to a new low, and chromite was off 20 per cent as 
termination of the stockpile program neared. Mercury 
more than doubled its 1954 value, and nickel and uranium. 
newcomers to Oregon's family of mineral products, made 
impressive first strides. 

With the exception of chromite sold to the Federal 
stockpile at Grants Pass and nickel sold under government 
contract. Oregon mineral producers operated without led- 
eral assistance in the form of subsidies. price support. or 
direct aid. Metal prices fluctuated considerably, mostly in 
response to normal supply and demand, but partly. as in 
the case of mercury, to government “cloak and dagger” 
manipulations which left the mercury miner wondering 
what his future was to be. 

Exploration for oil and gas was conducted at a record 
rate in 1955, but no significant showings were found. 
Twelve permits to drill were issued during the year—Ore- 
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CURRENT BUSINESS TRENDS IN OREGON 


Lumber. Production, orders, and shipments of lumber in the 
Douglas-fir belt of the Pacific Northwest were all lower in February 
1956 than in the same month a year ago. However, all three measures 
were up slightly from January 1956. In 1955 the increase between 

January and February was much more substantial. The figures below 

were supplied by the West Coast Lumbermen’s Association and are 

in thousands of feet, board measure: 

Feb. 1956 
178,826 
175,931 
745,884 

1,068,027 


Jan. 1956 
174,751 
175.504 
716.032 

1.9056,015 


Feb. 1955 
203,794 
184,631 
$12,853 

1,031,907 


Average weekly production 
Average weekly orders —_ 
Unfilled orders, end of month 


Lumber inventory, end of month... 


Multnomah County Real-Estate Transactions. During Feb- 
ruary 1956 there were 925 real-estate sales amounting to $9,470,980 
in Multnomah County. Of these, 625 involved residences, the sales 
price of which was $6,550,713; 245 were vacant properties, $1,019,- 
017; and 55 were business properties, $1,871,250. Additional figures 
are: 

Feb. 1956 Jan. 1956 Feb 1955 


Number of soles alain iit 925 8514 961 
Value of = sales kere $9,470,980 $9,236,139 $ 9,580,610 
Number of mortgages 783 868 1,057 
Amount loaned : 26,781,062 $8,330,273 $11,110,281 
Number of sheriff's deeds , nace 4 3 3 
Amount of sheriff's deeds $26,516 £13,567 
$10,481 $10,524 


$13,308 


Average residential selling price $9,849 


_Index of Man Hours in Manufacturing. One of the best indi- 
cators showing changes in manufacturing activity is the man hours 
of industrial production workers. These figures apply only to per- 
sonnel engaged in direct manufacturing activities; sales, oflice, and 
general administrative employees are excluded. The index is derived 
by the Bureau of Business Research from data supplied by the Ore- 
gon Unemployment Compensation Commission. The most recent 
reading covers the month of January 1956. (No adjustment for 
seasonal variation has been made. 1951-100.) 

1955 1956 1955 1956 
Jan. 84.9 84.1 July 102.8 
Feb. 85.0 aes Aug. 1114.0 
Mar. — 84.4 ‘ Sept. viii 
Apr. ; 85.3 ; Se 


May 92.7 ’ Nov. a lee 9] .3 
June 102.1 Dee. 88.0 





CURRENT BUSINESS TRENDS IN OREGON 


(2,200), utilities (1,200), construction (800), and transportation 
(800). More detailed data supplied by the Oregon State Unemploy- 
ment Compensation Commission follow: 


Feb. 1956 
70,400 


Department-Store Sales. The only retail sales indicator for 
Oregon is the sales of department stores in Portland, which are com- 
piled by the Federal Reserve Bank of San Francisco. The percentage 
change in dollar sales volume for periods ending March 10, 1956, as 
compared to corresponding periods a year ago for Portland and other 
Pacific Coast cities, are shown below: 


Jan. 1956 Feb. 1955 
70,300 74,000 
13,800 14,100 13,100 

. 45,100 44,200 41,500 

Week Ending Four B eeks Calendar Year - _— —_—_—- 
Mar. 10 Ending Mar. 10 Ending Mar. 10 Total manufacturing . 129,300 128,600 128,900 

ene a 4) —2 . 19,300 19,700 18.500 

Los Angeles —..... eR 0 —2 . 77,800 79,900 75,600 

San Francisco- Oakland —_ : +6 +4 +2 74,800 74,200 72,700 

Seattle _... inh = 7 a 45 0 148,500 147,700 143,200 

United States _. eniesidinasan — +6 +3 —— -——--- -——--- 

. 320,400 321,500 310,000 

449,700 450,100 438,900 


Lumber & wood products 
Food & kindred products 
Other manufacturing — 


Contract construction 
Retail trade . 
Government 

Other nonmanufac turing 


Total nonmanufacturing 
Life-Insurance Sales. During January 1956 sales of ordinary Total nonagricultural employment 
life insurance in Oregon (excluding industrial life insurance, group 
and wholesale sales under new contract, renewals, dividend addi- . 
tions, etc.) were 32.2 per cent ($9,330,000) lower than in December on 
1955 and 7 per cent higher than in January 1955. The national 
figures showed a 20.8 per cent decrease in comparison with December a 
1955 and an 11 per cent increase over January 1955. EE 


a . ; Feb.......... ar 2 


v Employment. February employment in Oregon is usually at) = Mar... si 157,000 
about the same level as that of January. This was true of February  APt-—------------ 38 259,000 
1956, total employment being down only 400 from the preceding te eee peeping 

month. There was no substantial change in any category. Comparison july 236.000 

of employment in February 1956 with that of February 1955 shows = Aug.___--___~ 257,000 

a 2.5 per cent increase. This was all centered in nonmanutacturing; — nnalinpneanorenee ae 

manufacturing employment rose by but 400 persons. The largest ine yf 559,000 


creases were in retail trade (2,200), service and miscellanous Dec. 436,000 


Business Failures. Dun and Bradstreet’s series showing com- 
rcial failures is frequently considered an indicator of business 
health. Figures for Oregon are given below: 
1955 1956 
Liabilities Number 
$ 160,000 13 
76,000 ? 


Liabilities 
$ 421,000 
1,234,000 


Y BANK DEBITS 


Bank debits represent the dollar value of checks drawn against the deposit accounts of individuals and business firms. Bank debits are regarded as good indicators of 
current business activity, although their value for this purpose may be impaired by the inclusion of large checks arising out of transfers of funds for the purchase of certain 
types of capital assets that do not constitute ‘‘business activity."’ The Bureau of Business Research collects bank debits from 151 banks and branches monthly. 

Feb. 1956 

Compared with 
Jon. 1956 Feh, 1055 


—10.0 + 6.3 


Number o} 
banks Debits Debits Debits 
Reporting Feb. 1956 Jan. 1955 Feh, 1956 
$1,325,091,427 $1,472,609,612 $1,246,976,421 


Marketing Districts 
SE a TT ETT 144 


Portland atin Hillsboro, aed i ete. ) 

Lower Wiliamette Valley (Salem, McMinnville, etc.) v~ 
Upper Willamette Valley (Albany, Corvallis, Eugene, ete.) 
North Oregon Coast (Astoria, Tillamook, etc.) 
Douglas, Coos, Curry counties 

Southern Oregon (Ashland, Medford, Grants Pass) 
Upper Columbia River (The Dalles, Hood River, etc.) 
Pendleton area 

Central Oregon (Bend, Prineville, Retmendt 

Klamath Falls, Lakeview area 

Baker, La Grande area 

Burns, Ontario, Nyssa 





no Nw 
~- Oo © 


— 


ViNnauanewar-n 


839,182,470 
100,841,027 
132,217,450 
20,797 667 
44,666,668 
54,968,216 
23,126,455 
23,175,022 
22,029,003 
26,613,227 
21,124,123 
16,353,099 


BUILDING PERMITS 


Building permits give an indication of building operations planned rather than actual construction under way. 


930,261 320 
113,782,907 
143,068,056 
23,376,951 
414.676,452 
62,051,120 
27,709,587 
26.625,949 
25,034,353 
32,153, 550 
24,037,225 
19,832,142 


790,378,438 
99,530,704 
119,396,631 
21,144,362 
38,214,561 
19,691,653 
241,918,631 
22,307 .387 
21,471,696 
23,618,729 
20,881 806 
15,388,760 


— 9.8 
—11.4 
— 7.6 
—11.0 
— 0.0 
—I11.4 
—16.5 
—13.0 
—12.0 
—17.2 
—12.1 
—17.6 


Om t> tw) 


Care must be taken in interpreting these data to allow 


for the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of Business Research. 


Albany 

Baker 

Bend 

Coos Bay 
Corvallis__. 
Eugene ... 

Grants Pass 
Hillsboro ae 
Klamath Falls .. 
McMinnville 
Medford 

North Bend 
Pendleton 
Portland 

Roseburg 

Salem 

Springfield 

The Dalles 

Lane County 
Multnomah County 
Wasco County 

35 other communities 


Totals _ 
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New 


Residential 


Feb. 1956 


$ 48,000 
9,830 
10,000 


127,000 
90,356 
288,230 
27,250 
65,000 
10,000 
183,000 
21,150 
65,000 
1,231,200 
38,000 
120,800 
71,900 
55,556 
385.000 
1,225,775 
10,500 
470,230 


$4,554,377 


New Non 
residen:iai 
Feb. 1956 


$ 


618,550 
74,965 


40,235 
1,038,250 


181,700 


ee ae 


$2,813,983 


Additions, 


Alterations 


& Repairs 
Feb. 1956 
$ 46,600 
9,100 
5.275 
9,210 
12,240 
104,132 
41,710 
5,300 
16,150 
1.500 
36.562 
5,436 
4,250 
963,905 
39,118 
181,700 
18,555 
6,400 
24.950 
143,025 
3,109 
annenes 


$2. 200.266 


Totals 
Feb. 1956 


$ 94,600 
18,930 
15,575 
12,740 

147,890 
587,438 
381,140 
2,550 
81,150 
630,050 
294,527 
26,586 
69,250 
2,412,030 
141,468 
725,508 
90,455 
61,956 
450,185 
2,107 ,050 
13,600 
873,918 


$9568 626 


Totals 


Jan. 1956 


$ 70,625 
7,160 
37,120 
26,395 
128,680 
697 347 
303 885 
38,281 
32,200 
160,050 
164,120 
13,300 
82.000 
3,261,110 
155,445 
661,886 
55.070 
31,240 
391 930 
1.261.610 
17,502 
1,034,308 


$9,264,264 


T otais 
Feb.1955 
$ 173,900 
8,500 
76,965 
56.870 
105,025 
523,918 
137.000 
68,150 
57,540 
242,475 
315,115 
17,993 
425.500 
4,583,045 
116.307 
581,375 
114,100 
43,312 
953,350 


962 316 


$11,169,395 
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